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ABSTRACT 



Both social scientists and politicians agree that the way 
poverty is measured in the United States is inadequate. Noting that this 
metric influences our understanding of the extent of economic deprivation and 
influences the provision of social supports, this report presents various 
options to the current measurement and suggests a replacement for the current 
poverty line measure. The report argues that a poverty line measure should 
categorize families such that those who fall below it cannot adequately meet 
their basic needs, given what is known about human needs and prevailing 
living standards. It is asserted that the current measure is out of date; 
fails to reflect changes in consumption and relative spending; excludes 
non-cash resources, work expenses, and taxes; and neglects geographical 
differences in the cost of living. The report puts forth the National Academy 
of Sciences (NAS) method as the leading contender to replace the current 
measure because of its separate treatment of the needs and the resources side 
of the equation. This approach as implemented by the Census Bureau also 
appears to be more sensitive to the business cycle than the official poverty 
line measure. The family budget approach and the half -the -median income 
approach are also discussed as possibilities, as is the use of standardized 
rates with the NAS method. The report includes recommendations for improving 
the NAS method. Suggestions are given for advocating change in the 
measurement of poverty, including a focused movement with one simply 
articulated goal of replacing the current poverty measure with a better one, 
offering a positive rationale for the change, unifying the social science and 
advocacy communities around a single approach, and enlisting political 
representatives in the cause. (KB) 
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PITY THE POOR POVERTY LINE 



You'd have to search far and wide to find someone who thinks 
we do a decent job measuring poverty. Critics from the left 
argue that it significantly undercounts the poor, thus painting 
an undeservedly pretty picture about the extent of need in 
America. Unsurprisingly, conservatives argue vigorously the 
other way, pointing out that various cash and near-cash 
benefits, such as the Earned Income Tax Credit (EITC) or food 
stamps, are ignored when comparing the poor's income to the 
Federal government's poverty thresholds, leading to an inflated 
count of the poor. 



PRETTY MUCH EVERYONE 
WHO’S TAKEN A SERIOUS 
LOOK AT THE ISSUE THINKS 
SOMETHING NEEDS TO 
CHANGE. 



Even social scientists uniformly agree that the way we measure 
poverty in this country is woefully inadequate. That doesn't 
mean there's widespread agreement on what should be done 
(though there's more than you might think). But pretty much 
everyone who's taken a serious look at the issue thinks 
something needs to change. 



The issue seems academic, and, in the sense that accurate 
measurement of social conditions generally falls to social 
scientists, it is. But there is a lot riding on this metric, both in 
terms of our understanding the extent of deprivation in our 
society, and in terms of the provision of social supports, many 
of which are keyed to the current poverty line. 



So why, year after year, do we continue to generate a vitally 
important measure of the extent of poverty in our nation that is 
widely regarded as invalid? 



THE BIGGEST CONSTRAINT 
IS POLITICAL. 



The biggest constraint is political. Compared to the current 
approach, more valid measures would show higher rates of 
poverty. One new approach would raise the poverty rate by 2.6 
percentage points, assigning over seven million more people to 
the ranks of the poor. No President wants that to happen on his 
or her watch (it's the administration's Office of Management 
and Budget that ultimately has to sign off on the change). That 
said, significant changes are underway. To a very real extent, 
the move to replace the poverty line has begun. 
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But, given available options, what's the best replacement? A 
central goal of this paper is to present various options and 
suggest what might be the best choice to replace the current 
poverty measure. Of course, no method is perfect, and what 
follows is nothing more than my take on what would be the most 
accurate way to proceed. To this end, it is important to state 
up front what I think the poverty line ought to measure: 

The poverty line should categorize families such that those 
who fall below it cannot adequately meet their basic needs, 
given what we know about human needs and prevailing living 
standards. 



FOR EXAMPLE, “ADEQUATE” 
HOUSING MIGHT SIMPLY 
MEAN SAFE HOUSING; FEW 
WOULD DISAGREE THAT 
THIS IS A BASIC NEED. BUT 
THOSE WHO WANT TO 
RATCHET THE STANDARD 
UP A BIT MIGHT WANT 
HOUSING TO BE “SAFE AND 
DECENT.” 



This description suggests a measurement with absolute, 
relative, and normative components. Meeting basic needs, is, to 
some degree, an absolute concept implying real income levels 
that would enable people to meet, for example, nutritional needs 
that will foster their health. A similar argument could be made 
for housing, although here, the word "adequate" introduces a 
normative, if not ambiguous, construct. Some ambiguity is 
unavoidable and even desirable, in that it allows the concept to 
be dynamic, such that it can be shaped to fit dominant 
preferences. For example, "adequate" housing might simply 
mean safe housing; few would disagree that this is a basic need. 
But those who want to ratchet the standard up a bit might want 
housing to be “safe and decent." 



OUR CURRENT FIXED 
THRESHOLD FAILS TO 
ACCOUNT FOR CHANGES IN 
LIVING STANDARDS, I.E., 
MATERIAL PROGRESS. 



The description also includes a reference to prevailing living 
standards. This notion is included to make sure the poverty 
threshold adjusts to account for general improvements in the 
average standard of living that tends to occur as the economy 
grows over time. Our current fixed threshold fails to account 
for changes in living standards, i.e., material progress. Since it 
is only adjusted for price changes, it cannot measure the extent 
to which low-income families are lagging behind the rest of 
society, and risks classifying those whose relative conditions 
are far behind the mainstream as non-poor. 



The Problem with the Current Measure 



Almost since it was derived by Mollie Orshansky of the Social 
Security Administration in the early 1960s, ink began spilling 
criticizing the way we measure poverty. Whether the original 
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